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OATH OR AFFIRMATION

1, _Dianna Raedle , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Deer Isle Capital, LLC , as
of December 31 ,2012 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

(N
VERONICA D. DE LOS SANTOS @V \\ L (‘) (___\

Notary Public, State of New York \
y No. 01 DEB066570 S]gnature
Qualified in Queens County

Commission Expires March 3, 20#{ Managing Director
Title
Notary Public

This report ** contains (check all applicable boxes):

Xl (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital. .

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O DDORORNEER

mim]

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Rothstein Kass
INDEPENDENT AUDITORS' REPORT

To Deer Isle Capital, LLC

We have audited the accompanying statement of financial condition of Deer Isle Capital, LLC (the “Company”) as of
December 31, 2012 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and the
related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the statement of financial condition in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of the statement
of financial condition that is free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on the statement of financial condition based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
statement of financial condition. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the statement of financial condition, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Company's
preparation and fair presentation of the statement of financial condition in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the statement of financial condition.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the

financial position of Deer Isle Capital, LLC as of December 31, 2012 in accordance with accounting principles
generally accepted in the United States of America.

Roseland, New Jersey
February 12, 2013
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DEER ISLE CAPITAL, LLC

STATEMENT OF FINANCIAL CONDITION

L e e
December 31, 2012

ASSETS

Cash $ 124,545

Accounts receivable 28,146

Prepaid expenses 9,120
$ 161,811

MEMBER'S EQUITY

Member's equity $ 161,811
$ 161,811

See accompanying notes to financial statements. 2



DEER ISLE CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

1. Nature of business

Deer Isle Capital, LLC (the "Company") is a Delaware limited liability company and is wholly-owned by Deer Isle
Group, LLC, (the “Parent’). The Company is registered as a broker dealer with the Securities and Exchange
Commission (“SEC”) and became a member of FINRA upon receiving its approval in July 2008.

The Company’s operations consist primarily of marketing US and non-U.S. registered funds to institutional clients in
the United States and Canada.

2. Summary of significant accounting policies
Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America (“GAAP”).

These financial statements were approved by management and available for issuance on February 12, 2013.
Subsequent events have been evaluated through this date.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the amounts disclosed in the financial statements. Actual results could differ from those
estimates.

Revenue Recognition

The Company receives fees for acting as a placement agent. Non-refundable retainer fees for performance of
these services are recognized as they become due on a monthly or quarterly basis. Additional fees for successful
placements are recognized when the transaction closes and other terms of the agreement are satisfied. The
Company also records fee income as earned under various placement agreements with third parties to cover certain
expenditures related to these agreements.

Income Taxes

The Company is a limited liability company, and has elected to be treated as a disregarded entity for income tax
purposes. lts operating results are included with those of its Parent, and therefore, the Company itself is not subject
to U.S. Federal income taxes. The Company's Parent is subject to New York City Unincorporated Business Tax
(“UBT"). The Company accounts for the UBT tax as though the Company filed its own return.

Since inception, the Company’s Parent has received the benefit of the net operating losses (‘NOL’s") generated by
the Company and as such there is no cumulative UBT NOL carryover.

At December 31, 2012, management has determined that the Company had no uncertain tax positions that would
require financial statement recognition. This determination will always be subject to ongoing reevaluation as facts
and circumstances may require. The Company remains subject to U.S. federal and state income tax audits for all
periods subsequent to 2009.



DEER ISLE CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

3. Net capital requirement

The Company, as a member of FINRA, is subject to the SEC’s Uniform Net Capital Rule 15¢3-1, which requires the
maintenance of minimum net capital and that the ratio of the aggregate indebtedness to net capital, both as defined,
shall not exceed 15 to 1 and that equity capital may not be withdrawn or cash dividends paid if the resulting net
capital ratio would exceed 10 to 1. At December 31, 2012, the Company’s net capital was approximately $125,000,
which was approximately $120,000 in excess of its minimum requirement of $5,000.

4. Exemption from Rule 15¢3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provision under subparagraph (k)(2)(i)
and, therefore, is not required to maintain a “Special Reserve Bank Account for the Exclusive Benefit of Customers”.

5. Concentrations and credit risk

The Company earned fee income from three clients that individually comprised greater than 10% of total revenues.
Fees from these clients were approximately $143,000 which accounted for 76% of fee income in 2012. At
December 31, 2012, the Company had a receivable balance of approximately $19,000 related to one of these
clients.

The Company maintains its cash balances in various financial institutions which at times may exceed federally
insured limits. The Company is subject to credit risk to the extent any financial institution with which it conducts
business is unable to fulfill contractual obligations on its behalf. Management monitors the financial condition of such
financial institutions and does not anticipate any losses from these counterparties.

6. Related party transactions

The Company has an Administrative Service Agreement (the “Agreement”) with its Parent. The Agreement requires
the Parent to provide certain services required by the Company to operate its business, including by not limited to
employee compensation and benefits, office facilities and services, office equipment and technology. The Agreement
also allows the Parent to waive reimbursement of these expenses and therefore recognize them as an additional
equity contribution by the Parent to the Company.

The Parent agrees to continue to fund the Company on an as needed basis to sustain operations as well as to
meet net capital requirements through a reascnable period of time exceeding at least one year beyond the
financial statements and has agreed to treat as Capital Contributions an aggregate of $464,209 of expenses paid
on the Company'’s behalf by the Parent during the year ended December 31, 2012.



